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FISCAL IMPACT STATEMENT
LS 6100 NOTE PREPARED: Feb 27, 2003

BILL NUMBER: SB 35 BILL AMENDED: Feb 20, 2003

SUBJECT: Tort Claims Against Government Entities.

FIRST AUTHOR: Sen. MeeksR. BILL STATUS: As Passed - Senate
FIRST SPONSOR: Rep. Avery
FUNDSAFFECTED: X GENERAL IMPACT: State & Local
DEDICATED
FEDERAL

Summary of L egidation: Thisbill increasesthe cap on damagesfor tort claimsagainst government entities
and public employees.

Effective Date: July 1, 2003.

Explanation of State Expenditures: (Revised) Thishill: (1) increasesthe per person amount payablefrom
the Political Subdivision Risk Liability Fund for liability, and (2) increasesthe combined per person liability
of all governmental entitiesand public employeesactingwithinthescopeof their employment. Itisestimated
that increasing the per person claim limit for state entities could potentially increase the state’ s annual tort
claim liability. The increase could range up to approximately $1.1 M in CY 2005 and CY 2006; and an
estimated $1.7 M in CY 2007. However, the total additional cost to the state is unknown and subject to
judicia action.

(1) ThePolitical Subdivision Risk Liability Fund (Basic) currently doesnot have any member governmental
entities. Thefund isestablished to pay apart of certainliabilities of membersof thefund. Thefund currently
pays a maximum of $300,000 for injury, death, or damage suffered by any one person as aresult of the act
or omission from which the liability arises. The current maximum paid for al injury, death, or damage
suffered by all persons as a result of the act or omission from which the liability arisesis $1 M. This bill
increases the per person liability to $750,000 for CY 2005 and CY 2006 and to $1.0 M in CY 2007 and
beyond. Thetotal impact this bill has on expenditures from the fund cannot be estimated at thistimeand is
contingent upon the fund having active members.
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Political Subdivision Risk Liability Fund Background: TheBasic Fund doesnot currently have any members
and was suspended by the Department of Insurancein 1999. The Basic Fund paid atotal of $5,607 in claims
for 1998. The Basic Fund pays al liability claimsincurred by members, less a deductible. The deductible
variesby member and isdetermined by the fund administrator and member agreement. Basic Fund members
may aso enroll in the Political Subdivision Catastrophic Liability Fund. The Catastrophic Fund pays a
portion of member liability up to $5 M. Total investments for both the Basic and Catastrophic fund are
approximately $6 M, in addition to a $350,000 cash balance.

(2) Thisbill will potentially increase the per person liability awards that governmental entities would pay
as aresult of successful lawsuits filed against the state and political subdivisions of the state and public
employees. Under current law, damage awards cannot exceed $300,000 for the injury to, or death of, one
person in any one occurrence. This bill increases the per person liability to $750,000 for CY 2005 and CY
2006 and to $1 M in CY 2007 and beyond.

However, this bill does not increase the total liability per occurrence. The per occurrence liability remains
$5 M. Thus, expenditures on a per person basis may increase, however, the total liability per occurrence
remains constant. Based upon certain assumptions (see background section below) the state liability for tort
cases may increase by up to an estimated $1.1 M in CY 2005 and CY 2006; and $1.7 M per year after
January 1, 2007. However, the total additional cost to the state is unknown and subject to judicial action. It
isimportant to note that the number of large state tort settlements has decreased over the past seven years.
If thistrend continues, the total state tort liability may be lower than estimated.

Governmental Unit Liability Background Information: Between FY 1996 and FY 2002, the state paid 18 tort
claims valued between $250,000 and $300,000. Since these settlements were near the limit for tort claims
paid by the state, it was assumed that these claims might be higher if the settlement cap were raised to
$1,000,000. The average settlement from these 18 cases equal ed approximately 95.1% of the $300,000 limit.
Theanalysis assumed that if the cap were raised, thisgroup of claimswould be paid asimilar percentage of
the $750,000 limit (for 2005 through 2006) or $1,000,000 limit (after 2006). This analysis did not assume
that increasing the limit would cause a greater number of tort claimsto be paid by the state.

It should be noted that the number and severity of claims paid by the state will vary from year to year. The
Office of the Attorney General reports the amount of damages paid as aresult of tort claims submitted and
tort claim lawsuits filed against the state and by plaintiffsin tort and civil rights litigation in FY 2002 as
approximately $3.3 M.

Explanation of State Revenues: The Department of Insurance administers the Political Subdivision Risk
Liability Fund. This bill may result in requiring participating governmental entities to pay more into the
Political Subdivision Risk Liahility Fund. If total payments from the fund exceed total available balancein
the fund, the members may berequired to pay an additional assessment to pay theseliabilities and replenish
the fund.

Explanation of L ocal Expenditures: (Revised) Thishill could increase the per person damage awardsthat
local entitieswould berequired to pay asaresult of asuccessful lawsuit. Under current law, damage awards
cannot exceed $300,000 for theinjury to, or death of, one person in any single occurrence. Thisbill will raise
the maximum award for the injury or death to one person from $300,000 to $750,000 for CY 2005 and CY
2006 and to $1 M in CY 2007 and beyond. However, this bill does not increase the total liability per
occurrence. The per occurrence liability remains $5 M. Total tort settlements for local unitsis not known.
Thetotal additional cost to local units is unknown and subject to judicial action.
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Thisbill may resultinrequiring participating governmental entitiesto pay moreintothePolitical Subdivision
Risk Liability Fund. If total paymentsfrom the fund exceed total available balance in the fund, the members
may be required to pay an additional assessment to pay these liabilities and replenish the fund.

Explanation of L ocal Revenues:

State Agencies Affected: Department of Insurance; Office of the Attorney General.

L ocal Agencies Affected: All.

Information Sources. Jennifer Thuma, Legidative Liaison, Attorney General’s Office, 317-233-6143;
Auditor of State; Adam Crowe, Deputy Commissioner, Department of Insurance, 317-232-5693.

Fiscal Analyst: Mike Molnar, 317-232-9559; John Parkey, 317-232-9854
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